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SECTION-BY-SECTION ANALYSIS OF DRAFT MUTUAL 
SECURITY ACT OF 1956, AS PROPOSED BY THE EXECU- 
TIVE BRANCH 


Il. INTRODUCTION 
1. PURPOSES OF THE BILL 


The proposed Mutual Security Act of 1956 has two main purposes: 
First, it authorizes new appropriations for the major categories of aid, 
including military assistance, defense support, development assistance, 
technical cooperation and certain special programs, which comprise 
in the aggregate the mutual security program of the United States. 
Second, it proposes certain amendments to the Mutual Security Act 
of 1954, as amended (hereinafter referred to as ‘‘the act’’), which it 
is felt would make the administration and carrying out of the mutual 
security program more effective and efficient. 


2. AUTHORIZATIONS 


The following table shows the authorizations requested by the 
executive branch: 


Mutual Security Act of 1956: Authorizations requested by the executive branch 


Sec. 2 (a). Military assistance in .--------. $2, 925, 000, 000 
Sec. 3. Defense support: 
lsurope - Seen iaiduwes 


: decease $78, 700, 000 
Near East and Africa 


170, 000, OOO 





Pe ee aera $82, 000, 000 
putea... ce i J suesae ee lead ~ Ee Bee 
Sec. 4. Development assistance: 
Near East and Africa_____.________. $63, 000, 000 
go ee a ee li 80, 000, 000 
Bit PUNOIIUG oc nou wadeaae x eum 27, 000, 000 
BUGIOIR | ccc cdece ake dwre wi fed eins diebccad ele aia 170, 000, 000 
Sec. 5. Technical cooperation: 
CO oS a $140, 500, 000 
(b) Multilateral: 
(1) United Nations______-_- 15, 500, 000 
(2) Organization of Ameri- 
can States... ........ 1, 500, 000 
PRI le oe er a ee 157, 750, 000 
ee: (ay, Wepeeens POA. «ei ccs as we ego ated eso a 100, 000, 000 
Ben, 6:te). JOmtL SONIC! OFOANS ok on oo hoe cdi wn cwkoiwtieccas 12, 200, 000 
med, O(a): (1).. Os hs Reta Pane.» oc so cewrewecnapchiacus 2, 300, 000 
Sec. 6 (d) (2). Escapees._____-__- Se ae AN ae rea 7, 000, 000 
Sec. 6 (e). U. N. International Children’s Fund. -_-...___-___- 10, 000, 000 
Sec. 6 (f). Ocean freight: 
(oer Semeeen si ice) ed ie tt $1, 400, 000 
(2) Surplus agricultural commod- 
Ee lia 14, 000, 000 
MOUOUOE: on oe ee See 15, 400, 000 
Seo; 6 (g). Control Act expenses... .. 5... ..~.-.520-......-- 1, 175, 000 
ee ae es a ees a 35, 250, 000 
Sec. 6 (k). Special authorization for the Middle East and Africa _ 100, 000, 000 
Sec. 10. Foreign research reactor projects_.....--.-...------- 5, 950, 000 
ROM bs Sou Ue Jeg ad a ee 4, 672, 475, 000 


1 











2 ANALYSIS OF THE MUTUAL SECURITY ACT OF 1956 


The requested authorizations are for appropriations for the fiscal 
year 1957 except for military assistance, where the request is for the 
authorization of an appropriation to remain available until expended. 
The bill also contains a special provision on the period of availability of 
appropriations (see discussion below of sec. 9 (d)). In addition to the 
authorizations for new appropriations, the proposed legislation 
provides authority for continuing the availability in any fiscal year of 
unexpended balances of prior appropriations. 


38. MAJOR AMENDMENTS 


The proposed Mutual Security Act of 1956 contains a number of 
substantive amendments to the Mutual Security Act of 1954, as 
amended, of which the most important are the following: 

1. The regional delivery ceilings on military assistance are revised 
upward (sec. 2 (b)). 

2. Authority is provided to use development assistance funds to 
meet expenses of carrying out certain functions under the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480, 83d 
Cong.) assigned to the agency administering nonmilitary assistance 
(sec. 4 and sec. 6 (i)). 

3. The President’s authority to use a limited amount of funds for 
special purposes which he determines to be important to the security of 
the United States is broadened in several respects (sec. 6 (a) (1)). 

4. A minimum of $250 million made available under the act for 
fiscal year 1957 is required to be earmarked to finance the export and 
sale of surplus agricultural commodities (sec. 6 (b)). 

5. The investment guaranty program is extended for 5 years, the 
ceiling on the amount of guaranties which may be issued is increased, 
and the provisions governing the program are amended in several tech- 
nical respects (sec. 6 (j)). 

6. The authority to furnish assistance to international organizations 
is broadened to include the Organization for European Economic Co- 
operation in addition to the North Atlantic Treaty Organization 
(sec. 6 (k)). 

7. A special authorization is provided for assistance in the general 
area of the Middle East and Africa (sec. 6 (l)). 

8. Limited authority is granted to enter into specific longer-term 
commitments for assistance to economic development projects 
(sec. 6 (I)). 

9. The ocean transportation between foreign countries of com- 
modities procured abroad with foreign currencies derived from the 
Agricultural Trade Development and Assistance Act of 1954 is included 
within the exemption from the application of the cargo shipping prefer- 
ence legislation (sec. 7 (c)). 

10. Authority is provided to make initial charges for expenses 
under the act against any appropriation under the act, subject to 
final transfer of such charges as of the end of the same fiscal year 
applicable appropriations (sec. 8 (a)). 

11. Authority is provided to renew annually contracts with organ- 
izations of experts and consultants and with retired military personnel 
serving as experts and consultants (secs. 8 (b) and (c)). 

12. Authority is confirmed for United States Government agencies 
to furnish to nations, on their request, nonmilitary supplies, materials, 
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and services on an advance of funds or reimbursement basis, and for 
such advances or reimbursements to be available for assistance without 
diminishing appropriations (sec. 8 (d)). 

13. A new section is added to the act containing a number of 
specific authorizations for particular uses of funds which, for the 
most part, have been repeated up to now in the annual mutual 
security appropriation acts (sec. 8 (e)). 

14. By amendments to other acts, the authority of the Secretary 
of State to authorize his subordinates to redelegate functions he dele- 
gates to them is clarified; provision is made for ‘the purchase from the 
Treasury, with such funds as may be appropriated for activities under 
section 32 (b) (2) of the Surplus Property Act of 1944 (the Fulbright 
program), of foreign currencies received in repayment of loans made 
under section 505 of the act; authority is provided in the Foreign 
Service Act of 1946, as amended, to pay home leave travel to United 
States Territories for overseas officers and e mployees whose homes are 
in such Territories (on the same basis as now applies for employees 
whose homes are in the continental United States); and subsistence 
per diem payments to foreign participants engaged in training in the 
United States are exempted from the withholding requirements of the 
income-tax law (sec. 9 (a)) 

The Secretary of Defense is directed to prescribe, at the earliest 
practicable date, regulations implementing a revised definition of the 
word ‘‘value’”’ to supersede the present definition of that term as it is 
used in the act with reference to nonexcess military equipment and 
materials (sec. 9 (b) (1)) 

16. An amount equal to 25 percent of the funds appropriated for any 
fiscal year for purposes of chapter 3 of title I (defense support), title [I 
(development assistance), title IIL (technical cooperation), and sec- 
tions 403 (joint control areas) and 420 (special authorization for the 
Middle East and Africa) is authorized to be made available for 15 
months for obligation, instead of for the usual 12 months from the 
beginning of the fiscal year (sec. 9 (d)) 

In addition to the foregoing amendments to the Mutual Security 
Act of 1954, as amended, a separate section of the Mutual Security 
Act of 1956 authorizes funds for research reactor projects undertaken 
or authorized by foreign governments which shall have entered into 
agreements with the United States concerning the peaceful uses of 
atomic energy (sec. 10). 


Il. Provisions or THE BILL 
TITLE I—MUTUAL DEFENSE ASSISTANCE 
CHAPTER 1—MILITARY ASSISTANCE (SEC. 2) 


Authorizations 


Section 2 (a).—Amends section 103 (a) of the act which relates to 
military assistance by adding a new subparagraph 3 authorizing 
$2,925 million to be appropriated to the President for military assist 
ance. This figure is in addition to the amount authorized to be 
appropriated last year and does not include an authorization for infra- 
structure, for which there is a continuing authorization in section 104 
of the act. An appropriation of $75 million will be requested for 
infrastructure under the continuing authorization in section 104. 
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The language of section 103 (a) (3), like last year’s language in section 
103 (a) (2), provides that the funds authorized to be appropriated are 
to remain available until expended in order to make the period of 
availability of these military assistance funds equal to that provided 
for certain appropriations for the Army, Navy, and Air Force. The 
$2,925 million amount to be authorized includes within it amounts 
needed for administrative expenses for the military assistance program. 
It also includes amounts for programs heretofore separately authorized 
under section 124 of the act (direct forces support). 
Delivery ceilings 

Section 2 (b).—Amends section 105 (c) to revise upward the ceilings 
on the total cumulative value of the military assistance which may 
be delivered in each of the four major geographic areas. The ceilings 
presently in the law were based on appropriations through fiscal year 
1955. The changes reflect the need to take into account increases in 
the total program which will result from the cumulative effect of last 
year’s appropriation and the current request. They also reflect the 
very substantial shift which is taking place in the geographical dis- 
tribution of military assistance away from Western Europe. 


CHAPTER 3—DEFENSE SUPPORT (SEC. 3 
Authorization 
Section 3.—Amends section 131 (c) of the act to authorize the 
appropriation of funds for fiscal vear 1957 — defense support in 
Kurope, Near East and Africa, and Asia, with a separate appropriation 
being authorized for each of these regions as in previous years. 


TITLE Il. DEVELOPMENT ASSISTANCE (SEC. 4) 


Authorization 

Section 4.—Amends section 201, which relates to authorization of 
development assistance, in three respects. 

First, section 201 (a) (3) is amended by substituting the regional 
designation ‘‘Latin America” for “the other American Republics and 
non-self-governing territories of the Western Hemisphere.” The only 
purpose of this amendment is to achieve uniformity in the designation 
used throughout the act in referring to this region. It does not change 
the geographic area covered by section 201 (a) (3). 

Second, section 201 (c) is amended by inserting language authorizing 
the appropriation of new funds for fiscal year 1957 for development 
assistance in the Near East and Africa, Asia, and Latin America, 
with a separate appropriation being authorized for each of these 
regions as in previous years. 

Third, a new subsection (d) is added in section 201 providing that 
funds made available under title II may be used for other expenses 
(other than those provided for under sec. 411 (c) of the act) to assist 
in carrying out functions under the Agricultural Trade Development 
and Assistance Act of 1954 (Public Law 480, 83d Cong.) which are 
assigned to an agency or officer responsible for administering non- 
military assistance under the act. (See definitions in sec. 9 (b) (2) of 
the proposed bill.) This new language will provide funds to cover 
expenses, for example, of technical personnel such as engineers and 
agricultural experts who may be needed to assist the Director of the 
International Cooperation Administration in carrying out his func- 
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tions with regard to certain uses of foreign currencies under Public 
Law 480, and other expenses to assist in assuring the most effective 
use of those currencies. At present no appropriations are expressly 
authorized for this purpose, and, with the increasing scope and im- 
portance of such Public Law 480 functions, it is now essential to 
provide a source of appropriated funds to cover these expenses 
wherever such foreign currencies are to be used, without regard to 
the limitations in the other provisions of section 201. 


TITLE II—TECHNICAL COOPERATION (SEC. 5) 


Authorization 


Section 5 (a).—Amends section 304, which relates to authorization 
of appropriations for technical cooperation, by inserting language in 
subsection (b) authorizing the appropriation of new funds for fiscal 
year 1957 for technical cooperation programs in the Near East and 
Africa, Asia and Latin America. As in previous years, the authori- 
zation provides for a single consolidated appropriation for these areas 
rather than for separate regional appropriations. 

Multilate ral tech? ical coo pe ration 

Section 5 (b)—-Amends section 306, which relates to multilateral 
technical cooperation. Paragraph (1) inserts language in section 
306 (a) authorizing an appropriation, available for obligation during 
fiscal year 1957, for contributions to the United Nations E: ‘panded 
Program of Technical Assistance for the United States dae of that 
program for calendar year 1957. Paragraph (2) inserts language in 
section 306 (b) authorizing an appropriation, available for obligation 
during fiscal year 1957, for contributions to the technical cooperation 
program of the Organization of American States for the United States 
share of that es zram for calendar year 1957. In each of these cases, 
the previous appropriation was for the United States share of the 
program tl! hrough calendar year 1956. 

Advances, grants, and contracts 

Section 5 (c).—Amends section 307, relating to advances, grants, 
and contracts in the technical cooperation program. This amendment 
makes it clear that this section a not prevent the use of technical 
cooperation appropriations to carry out longer-term commitments 
entered into in accordance with the proposed section 421 (see sec. 6 (1) 
of the bill). It also clarifies the existing 3-year provision in section 
307 by confirming that contracts covered by that section may be ex- 
tended be yond their or iginal terms so long as the contract as amended 
does not at any time extend more than 3 years ahead. Thus, for 
example, a project involving a contract with a United States land-grant 
college may not be completed within 3 years, and in such case the con- 
tract could be extended for a further period not to exceed 3 years and 
the unused balances thereunder used to complete the contract services 
in connection with the project. 


TITLE IV—OTHER PROGRAMS (SEC. 6) 
Special fund 
Section 6 (a) (1).—Amends section 401 (a), which relates to the 


President’s special fund, in three respects. First, the amount of 
funds appropriated under other provisions of this act which can be 
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used by the President each fiscal year pursuant to this section, in 
addition to amounts specifically appropriated under section 401 (b), 
is increased from $50 million to $200 million. Second, section 401 
now permits all funds made available pursuant to subsections (a) and 
(b) to be used by the President, where important to United States 
security, without regard to requirements of the Mutual Security Act 
or of other acts for which funds are authorized under the act. The 
new language—paralleling the President’s waiver authority under 
section 404—would broaden this authority as to a portion of such 
funds by providing that not to exceed $100 million thereof may be 
used in any one fiscal year without regard to the requirements of any 
act if the President determines that such use would be important to 
the security of the United States. Third, the amendment increases 
the amount of funds which may be allocated under section 401 to any 
one nation in any one fiscal year from $20 million to $40 million. 
Section 6 (a) (2).—Amends section 401 (b) by authorizing an ap- 
propriation for fiscal year 1957 for purposes of the President’s special 


fund. 
Earmarking of funds 

Section 6 (b)—Amends section 402 of the act, which relates to 
earmarking of funds for financing the export and sale for foreign cur- 
rencies of surplus agricultural commodities, by providing that not less 
than $250 million of funds authorized to be made available under the 
act for fiscal year 1957 may be used only for such purpose. 
Joint control areas 

Section 6 (c).—Amends section 403, which relates to joint control 
areas, by authorizing an appropriation for this purpose for the fiscal 
year 1957. 
Migrants, refugees, and escapees 

Section 6 (d).—Amends section 405, which relates to migrants, 
refugees, and escapees. Paragraph (1) authorizes an appropriation 
of $2,300, 000, available for obligation during fiscal year 1957, for con- 
tributions to the United Nations Refugee Fund, of which $1,500,000 
is for the United States share of the fund’s calendar year 1956 program 
and $800,000 is for the United States share of the fund’s program for 
the first half of calendar year 1957. Paragraph (2) authorizes an 
appropriation of $7 million for fiscal year 1957 for continuation of the 
escapee program. 
Children’s welfare 

Section 6 (e).—Amends section 406 (b), which relates to children’s 
welfare, by authorizing an appropriation, available for obligation 
during fiscal year 1957, for contributions for the United States share 
of the calendar year 1957 program of the United Nations Children’s 


Fund (UNICEF). 
Palestine refugees in the Near East 

Section 6 (f)——Amends section 407 (b), which authorizes the 
President to make contributions to the United Nations Relief and 
Works Agency for Palestine Refugees in the Near East, by eliminating 
the phrase ‘‘for the fiscal year 1956,” in order to make it clear that 
unobligated balances of appropriations made in prior years for con- 
tributions or other expenditures under section 407 may be continued 


® 
' 


aed 
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available pursuant to the authority in section 548 for future contri- 
butions to that agency or other such expenditures. While this 
amendment is not legally required in order to accomplish this purpose, 
because of the language of section 548, it has been included in order 
to prevent any confusion which might arise from the lack of a new 
fiscal year 1957 authorization under section 407 (b). 


Ocean freight charges 

Section 6 (g).—Amends section 409 (c) by adding an authorization 
for an appropriation of $1,400,000 for fiscal year 1957 to pay ocean 
freight charges on shipments by United States voluntary nonprofit 
relief agencies. In addition, the amendment adds in section 409 (d) 
an authorization for an appropriation for fiscal year 1957 to pay ocean 
freight charges on shipments of surplus agric ‘ultural commodities. 


Control Act expenses 


Section 6 (h).—Amends section 410, which relates to Control Act 
expenses, by adding an authorization for an appropriation for fiscal 
year 1957. 

Administrative and ovher expenses 

Section 6 (1).—Amends section 411, which deals with administrative 
and other expenses. 

Paragraph (1), which amends section 411 (b), authorizes an appro- 
priation of funds for fiscal year 1957 for necessary administrative ex- 
penses of carrying out the act except for chapter 1 of title I (military 
assistance) and section 124 (direct forces support). 

Paragraph (2) adds two new subsections. The first (sec. 411 (c)) 
specifies that not to exceed $1.5 million of funds made available under 
title II may be transferred in fiscal year 1957 for use for necessary 
administrative expenses of carrying out functions under the Agricul- 
tural Trade Development and Assistance Act of 1954 (Public Law 480, 
83d Cong.) which are assigned to an agency or officer responsible for 
nonmilitary assistance under the act (see definitions in sec. 9 (b) (2)). 
This new language will provide funds to covet administrative expenses 
incurred by the International C ooperation Administration in carrying 
out its functions with respect to foreign currencies derived from sales 
of surplus agricultural commodities under Public Law 480. At pres- 
ent no appropriations are expressly authorized for this purpose, and 
with the increasing scope and importance of Public Law 480 functions, 
it is now essential to provide a source of appropriated funds to cover 
their costs. 

The second new subsection (sec. 411 (d)) makes it clear that, if 
later determined to be desirable, the annual Department of State 
appropriations in future years may contain amounts needed from 
time to time for salaries and expenses incurred for normal functions 
of the Department which relate to functions under the act (which 
have been provided through fiscal year 1957 in appropriations under 
sec. 411 (b) of the act). The amendment removes any implication 
that the provisions of sections 411 (b) or 507 inhibit the inclusion 
of any such amounts in Department of State appropriation acts. 


Investment guaranty program 


Section 6 (7).—Amends section 413 (b) (4) of the act, which relates 
to investment guaranties, in several respects. 


74663—56——2 
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First, the amendment extends the period in which guaranties may 
be issued from June 30, 1957, to June 30, 1962. 

Second, the amendment increases the authority to issue guaranties 
from $200 million to $350 million (face value) without providing for 
any increase in the present authority to issue $200 million worth of 
notes to discharge liabilities which may arise under guaranty con- 
tracts. It establishes a “net ultimate cost’’ basis for determining the 
amount of obligations incurred under guaranties issued after June 30, 
1956. In other words, the guaranty program is placed on a fractional 
reserve basis for guaranties issued after July 1, 1956, instead of a full 
reserve basis as at present and until June 30, 1956. The full reserve 
will be maintained for guaranties issued prior to July 1, 1956. 

Third, the amendment excludes informational media guaranty 
heretofore and hereafter issued under section 1011 of the act of 
January 27, 1948, as amended, and the Economic Cooperation 
Act of 1948, as amended, from the guaranty issuing ceiling. In- 
formational media guaranties will continue to rely on the $200 million 
note issuing authority for backing in accordance with section 1011. 

Finally, the amendment authorizes the use of dollars realized 
after June 30, 1955, from the sale of currencies and other assets 
acquired through the operation of the program to discharge liabilities 
which may arise without charging the note issuing authority or the 
authority to issue guaranties. When United States liabilitv under 
a guaranty (whether the guaranty was issued before or after June 30, 
1956) is terminated, funds allocated to that guaranty shall become 
available for allocation to other guaranties on a fractional reserve 
basis notwithstanding the ceiling on issuance of guaranties. The 
amendment requires that reports to Congress include information on 
the operation of the investment guaranty program. 

Assistance to international organizations 

Section 6 (k).—Amends section 415, which now authorizes assistance 
to NATO, so as to permit the furnishing of assistance also to the 
Organization for European Economic Cooperation in addition to 
NATO. 

Special authorization for the Middle East and Africa 

Section 6 (/).—Adds to the act a new section 420 which authorizes 
the : appropriation for fiscal year 1957 of not to exceed $100 million for 
assistance in the general area of the Middle East and Africa. The 
funds appropr iated under section 420 will be used for assistance under 
the provisions of the act applicable to the furnishing of assistance under 
chapter 3 of title I (defense support), title II (de velopment assistanc e), 
title III (technical cooper ation), or section 407 (Palestine refugees in 
the Near East). Section 420 does not provide independent authority 
to furnish a new type of assistance, but provides funds which may be 
used for any of the above-mentioned existing categories of aid to meet 
requirements of special situations arising in the general area of the 
Middle East and Africa. The term ‘general area” is used because, 
in view of the fluidity of developments in that part of the world, it is 
not considered advisable to specify the exact geographic area covered 
by this section. This approach is similar to that which was used in 
section 303 of the Mutual Defense Assist ance Act of 1949, providing 
“g assistance in the “general area of China.” (See, in this connection, 

38 of H. Rept. No. 2538, 8ist Cong., July 12, 1950.) 
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Specific longer term commitments for economic development 

Section 6 (l).—Adds a new section 421 designed to put the United 
States in a position to make commitments for assistance on a long-term 
basis to long-term projects for economic development. For example, 
this would permit commitments to assist such projects as river develop- 
ment, improvement of ports, highways, railroads, or other means of 
communication, and important large industrial projects. This 
assistance could take the form of any type of nonmilitary assistance 
authorized by the Mutual Security Act, or any later act, at the time 
the commitment was made (such as development assistance, defense 
support, technical cooperation, or assistance under the Asian economic 
development fund) 

Under the first proviso in the amendment no commitments for 
such assistance could at any given time extend ahead for more than 
10 vears. 

Under the second proviso in the amendment only funds available 
for nonmilitary assistance under the Mutual Security Act of 1954, as 
amended, or under any later act providing for foreign assistance, could 
be used to fulfill commitments. This makes clear that the funds for 
projects on which commitments are made will not be additional to the 
mutual-security program (or any later program providing non- 
military assistance) but will be included within it. On the other 
hand, the second proviso authorizes the use, in fulfilling commitments, 
of anv funds which may be made available by the Congress for any 
type of foreign nonmilitary assistance. Thus it would be possible 2 
enter into commitments under the authority of the provision which, 
nonmilitary assistance funds were appropriated in a future ao 
could obligate such funds. 

The third proviso in the amendment imposes a ceiling of $100 million 
on the amount of the new funds (as distinguished from unexpended 
balances carried over from a prior year) appre ited for nonmilitary 
assistance in any single fiscal year which could be obligated to meet 
long-term commitments undertaken pursuant to this section. 

The amendment would not prevent the Congress from refusing to 
appropriate additional funds for nonmilitary assistance at any time 
in the future. Thus, if the Congress were in any future year to refuse 
to make available funds for nonmilitary assistance, no legal liability 
whatsoever would be incurred by the United States in that year as a 
result of commitments previously undertaken pursuant to section 421, 
In addition, the amendment would not exempt the assistance to be 
provided in fulfillment of long-term commitments from section 503 
of the act (which prescribes certain circumstances under which as- 
sistance to any nation must be terminated) or from the requirements 
of the Battle Act. The amendment contemplates that, once the 
nature of the assistance, and the terms and conditions on which it is 
to be provided, have been agreed upon in accordance with the pro- 
visions of law in effect at the time of the commitment, the nature, 
terms, and ssncditinna of the assistance which could be furnished 
pursuant to the commitment would not be modified by later laws 
generally changing the types or conditions of assistance, unless a 
breach of the commitment were specifically required by such later 
laws. 











10 ANALYSIS OF THE MUTUAL SECURITY ACT OF 1956 


TITLE V—MISCELLANEOUS PROVISIONS 
CHAPTER 1—GENERAL PROVISIONS (SEC. 7) 


Transferability of funds 

Section 7 (a).—Amends section 501, relating to transferability of 
funds by deleting the last two sentences thereof. Deletion of the 
next to the last sentence of this section corrects an inadvertence last 
vear and is consistent with the elimination wes year of the correspond- 
ing requirement in section 201 of the act. ie deletion of the last 
sentence of section 501 is intended to correct an error in transcription 
in the enrolled bill which, upon enactment, became the Mutual Secu- 
rity Act of 1954. This last sentence was included through clerical 
error in the final print of the act notwithstanding the fact that it was 
not in the bill reported by the conference committee and passed by 
Congress. 
Availability of funds 

Section 7 (b)—Amends section 507, which relates to availability 
of funds, so as to make clear that the funds which are excepted from 
the general requirement of annual authorization and appropriation set 
forth in this section include not only those funds made available under 
the sections in the original 1954 act which contained special provisions 
on authorization and availability of funds, but also funds made avail- 
able under other sections containing such special provisions (such as 
section 418) which have been added by amendments to the act since 
1954 or which may hereafter be enacted. 
S/ ipping on United States vessels 

Section 7 (c)—Amends section 509, which relates to shipping on 
United States vessels. Section 509, by amendment enacted in the 
Mutual Security Act of 1955, exempts from the application of any 
United States cargo shipping pref rence law the transportation from 
one foreign country to another of commodities procured out of local 
currency funds derived from fui a made available under the act. 
The proposed amendment extends this exemption to transport: ation 
between foreign countries of commodities procured out of local 
currency funds derived from sales of surplus agricultural commodities 
under the Agricultural Trade Development and Assistance Aci of 1954, 
as amended (Public Law 480, 83d Cong.). The proposed amendment 
will thus extend the same exemption to second-leg transactions under 
Public Law 480 that is now applicable to such transactions under the 
Mutual Security Act of 1954, as amended. 


CHAPTER 2 ORGANIZATION AND ADMINISTRATION (SEC. 8) 


Allocation and reimbursement among agencies 

Section 8 (a).—Adds a new subsection (f) to section 522, which 
relates to allocation and reimbursement among agencies. The new 
subsection (which has been informally approved by officials of the Gen- 
eral Accounting Office) provides that any appropriation under the act 
may be initially charged (within the limits of available funds) with 
an expense for which funds are available in another appropriation 
under the act, so long as the expense is finally charged to an applicable 
appropriation, with a proper credit to the appropriation initially 


t 
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charged, as of the end of the same fiscal year. A main purpose of 
this amendment is to achieve simplification and convenience of book- 
keeping. For example, some centralized activities concerned with 
technical assistance are financed from three separate appropriations 
technical cooperation (title III), defense support Europe (ch. 3 of 
title I), and joint control areas (sec. 403). Under the new language, 
instead of dividing each item of expense for such activities among 
these three appropriations at the time each individual voucher is 
presented, all such expenses may initially be charged against technical 
cooperation funds (including any additional apportionment in —, 
pation of reimbursement). However, as of the end of the same fiscal 
year, an appropriate proportional share of these expenses must be 
finally charged against each of the other two appropriations, with 
corresponding credit to the technical cooperation account. 


Experts and consultants or organizations thereof 


Section 8 (b).—Amends section 530, which provides for the employ- 
ment of experts and consultants or organizations thereof, by author- 
izing annual renewals of contracts for such employment with 
organizations of experts and consultants. 

Txe mption of personnel from certain Federal laws 

Section 8 (c).—Adds a new sentence in section 532 (a), which 
relates to exemption of personnel from certain Federal laws. Par- 
alleling the proposed amendment to section 530 (a), which authorizes 
annual renewals of contracts with organizations of experts and 
consultants, this amendment authorizes annual renewals of contracts 
for the employment of retired military personnel as experts and 


consultants, 


Coope ration with international organ )zations 

Section 8 (d). Amends subsection (b) of section 535 to el: ify the 
authority of the United States to furnish nonmilitary supplies, 
materials, and services at the request of nations (as well as inter- 
national organizations, as at present) on an advance of Somdle or 
reimbursement. basis. Suc h advances, and re ‘imbr irsements which 
are received within 180 days after the close of the fiscal vear in which 
supplies, materials, or services are delivered, may be ¢ ‘redited to the 
current applicable appropriation or fund of the ageney which financed 
the transaction. 


} 
i 
1 
1 


Additional a uthorizations and other provisions On USeS of funds 


Q7 


Section 8, subsection (e).—Adds a new section 537 containing specific 
authorizations to use appropriations for pantie cular purposes which 
are imports ant in carrying out foreign-aid programs. These authori- 
zations for the most part have, up to now, been repeated annually 
in the mutual security appropriation acts. 

While, as a general matter, funds may be used for any necessary 
expenses of carrying out the programs for which the funds are made 
available, the provisions in section 537 are included, essentially, 
because - special statutes or Comptroller General rulings which 
require, or May require, express statutory authorization to use funds 
for ae: ieee ular types of expenses. ‘The provisions in subsection 
(a) apply to funds made available under the act (except for funds 
administered by the Department of Defense), to funds allocated to 
any United States Government agency from any other appropriations 
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for functions directly related to the purposes of the act, and to funds 
made available for other purposes to any agency administering non- 
military assistance under the act. Subsection (b) is is applicable to all 
Government agencies. 

The transfer of the provisions in subsection (a) to the Mutual Se- 
curity Act of 1954, as amended, carries out recommendations which 
have been made informally by the Appropriations Committees staffs 
and by the General Accounting Office. There are two main reasons 
for the transfer: First, it will remove a possible basis for a point of 
order objection against mutual security appropriation bills on the 
ground of transgressing the rule against substantive legislation in 
appropriation acts. Second, it will eliminate the need to reenact 
these provisions eac ‘h vear. 

Section 537 (a) is based on section 102 of the Mutual Security Ap- 
priation Act, 1956 (Public Law 208, es Sank}, with necessary 
technical changes and with a few substantive changes and additions 
discussed in the following explanations of the individual items. 

Section 537 (a) (1).—This paragraph is based on language in the 
Mutual Security Apporpriations Act, 1956, with the addition of 
language to make this authority applicable only during fiscal year 
1957. The paragraph permits funds to be used for payment of rents 
in the District of Columbia without regard to the prohibitions con- 
tained in title 40, United States Code, section 34. Funds for rent in 
the District of Columbia for fiscal vear 1957 in connection with the 
mutual security program are not included in the General Services 
Administration appropriations, and that agency does not bear the 


cost of such rents. 

Section 537 (a) (2).—This paragraph ts identical to language in the 
Mutual Security Appropriation Act, 1956. It permits funds to be 
used for attendance at meetings despite the prohibitions contained 1 


title 31, United States Code, section 551. and title 5, United States 


Code, section 83, and further authorizes payment of incidental ex- 
penses related to arrangements for meetings of groupe of consultants 
such as the prese nt health and education consulta Lit Groups. 

Section 537 (a) (3).—This paragraph is identical to language in the 
Mutual Security Appropriation Act, 1956. It authorizes the employ- 
ment of aliens by contract for services abroad, and is included in view 
of Comptroller General rulings which appear to require express author- 
ization to contract for certain types of services including those of a 
custodial and housekeeping nature. Experience has shown that serv- 
ices such as, for example, building care and cleaning and window wash- 
ing often can be obtained more economically abroad by contracts with 
local service firms and individu ais. 


Section 537 (a) (4).—Th 1s paragraph is based on language in the 
Mutual Security App Ken tion Act, 1956. It is included in view of 
a general statute (6 U.S.C. 78b) which, in the absence of this express 


authorization, would croulihat the agency administering nonmilitary 
assistance from owning and operating, hiring, maintaining, or repair- 
ing aircraft. The previous language has been modified to provide 
authority for purchases which would otherwise be barred by this gen- 
eral statute, but specifies that purchases of aircraft with funds for 
administrative expenses may be made only as expressly provided for 
in an appropriation or other act. 
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Section 537 (a) (5).—This paragraph is based on language in the 
Mutual Security Appropriation Act, 1956, with certain changes. 
It contains the express authorization which is required by 5 United 
States Code 78a for the purchase or hire of passenger motor vehicles 
for use by a United States Government agency. The paragraph 
specifies that (except as may otherwise be provided in an appropria- 
tion or other act) passenger motor vehicles may be purchased by 
United States Government agencies for their use for administrative 
purposes on a replacement basis only. The language makes it clear 
that such purchases for use as part of the aid being delivered to the 
foreign country, rather than for administrative use, are not covered 
by this requirement. The paragraph further specifies that passenger 
motor vehicles for use in the continental United States may be pur- 
chased only as may subseque ntly be expressly provided in an appro- 
priation or other act. The ceiling price on automobiles for chiefs 
of special missions or staffs abroad has been increased from $3,000 
to $3,300 to correspond with the ceiling applicable to similar pure chases 
in connection with normal State Department functions. 

Section 587 (a) (6).—This paragraph is based on a corresponding 
provision in section 102 of the Mutual Security Appropriation Act, 
1956. It is included in view of Comptroller General rulings that 
express authorization is required to pay expenses in the United States 
which are classified as entertainment. This includes, for example, 
expenses incurred by high-ranking United States officials responsible 
for administration of foreign aid, and expenses in connection with 
foreign nationals participating in activities under the act in the United 
States, which are classified as entertainment. The paragraph specifies 
that not to exceed $15,000 may be used for such expenses in any fiscal 
year, except as may subsequently be expressly provided in an appro- 
priation or other act. 

Section 537 (a) (7).—This paragraph is identical to language in the 
Mutual Security Appropriation Act, 1956. It provides authority to 
exchange dollars for foreign currencies in connection with the adminis- 
tration and carrying out of aid programs in foreign countries, and to 
protect personnel from losses which may result from fluctuations in 
exchange rates. 

Section 587 (a) (8).—This paragraph is identical in substance to a 
corresponding provision in the Mutual Security Appropriation Act, 
1956. It authorizes payment of expenses (not to exceed $50,000 in 
any fiscal year except as may otherwise be provided in an appropria- 
tion or other act) of a confidential character upon certification by an 
officer responsible for administration of nonmilitary assistance, or 
his designee, where it is considered inadvisable or not in the best 
interests of the United States to specify the nature of the expenditure 
on the face of a voucher or similar document. ‘This is in addition to 
the authority of the President under section 401 of the act to certify, 
within specified limits, the expenditure of amounts without specifying 
the nature of the expenditures. 

Section 537 (a) (9).—This paragraph is identical to language in the 
Mutual Security Appropriation Act, 1956. It is included in view of 
Comptroller General opinions which may require express authoriza- 
tion for pay eas of this type of insurance cost. 

Section 537 (a) (10).—This paragraph permits rental of quarters to 
house coekeee in foreign countries without regard to the restrictions 
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contained in the cited provisions and notwithstanding title 5, United 
States Code, sections 70 and 71, and provides express authority re- 
quired by a general statute to enter into leases and to make necessary 
repairs and alterations to properties abroad. 

Section 537 (a) (11).—This paragraph is based on similar language 
in the Mutual Security Appropriation Act, 1956. It authorizes pay- 
ment of costs in connection with preparing and transporting to their 
former homes the remains of persons who die away from their homes 
while engaged in programs covered by the subsection. The paragraph 
includes necessary technical changes, and language has been added to 
clarify authority to pay funeral and related expenses in cases where 
circumstances do not permit the return to their homes for burial of 
persons who may die while engaged in activities covered by the 
subsection. 

Section 537 (a) (12).—This paragraph is identical to language in the 
Mutual Security Aopeomsiation Act, 1956. It provides express 
statutory authorization for the purchase of uniforms for civilian 
employees such as, for example, chauffeurs and elevator operators, and 
is particularly necessary in some countries where it is customary for 

certain types of employees to be uniformed. 

Section 587 (a) (13).—This paragraph is identical in substance to 
language in the Mutual Security Appropriation Act, 1956. It is 
included because the annual State Department appropriation acts 
have established a maximum subsistence of $12 per day for foreign 
participants in any United States Government programs for exchange 
of persons and technical training and assistance, and since the Comp- 
troller General has interpreted this ceiling as being applicable to 
participants engaged in training in other foreign countries as well as 
those undergoing training in the United States. This language makes 
that ceiling inapplicable to foreign participants engaged in mutual 
security program activities in countries other than the United States 
and, instead, provides that per diem may be provided to such persons 
in accordance with the standardized Government travel regulations 
which specify the per diem rates payable to United States Govern- 
ment employees when traveling in various countries. 

Section 537 (a) (14).—This paragraph is identical to language in 
the Mutual Security Appropriation Act, 1956. It makes clear that 
funds may be used for expenses authorized by the Foreign Service 
Act, including those which may be exercised only where specific 
authorizations are made for that purpose. This permits, for example, 
the use of funds to provide commissary and mess service in accordance 
with section 921 of the Foreign Service Act. 

Section 587 (a) (15).—This paragraph is identical to language in 
the Mutual Security Appropriation Act, 1956. It is included because 
of Comptroller General rulings which require express authorization to 
pay for ice and drinking water abroad. 

Section 537 (a) (16).—This paragraph is identical to language in 
the Mutual Security Appropriation Act, 1956. It is required to con- 
tinue in effect authority originally contained in the fiscal year 1951 
appropriation for the act for international development and repeated 
in the mutual security appropriation language for fiscal years 1952 
through 1956. It permits the Public Health Service and Coast and 
Geodetic Survey each to have not to exceed 20 additional commissioned 
officers for purposes of the mutual security program. 
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Section 537 (a) (17).—This paragraph is based on a similar clause 
in the Mutual Security Appropriation Act, 1956, with two substantive 
changes. This section provides for payment of travel expenses of 
employees and their dependents (in connection with travel outside 
the continental United States), as well as expenses of transporting 
household goods, personal effects and vehic les, and facilities, ane 
all such expenses to the appropriation available during the fiscal ye 
in which the travel order was issued, regardless of the year in which the 
actual costs are incurred. It also prov rides for the payment of storage 
and related costs for storing household goods and personal effects for 
employees assigned overseas, and authorizes the establishment of 
regulations with respect to such travel expenses and storage costs. 
The first change from the present statutory language is a clause which 
has been added to make clear that funds may be used to pay travel 
expenses of dependents of personnel during necessary stopovers while 
engaged in travel outside the continental United States. The second 
change is that the description of the circumstances in which funds 
may ‘be used to pay storage and related costs for furniture and house- 
hold effects has been revised to conform to the general standards 
presently planned for adoption on a governme ntwide basis. A 
separate proviso of the 1956 appropriation act specifying average and 
ceiling weights on shipments of goods and effects is not included since 
this can more effectively and properly be handled through the regula- 
tions promulgated pursuant to this paragraph. 

Section 587 (a) (18).—This is a new provision which authorizes pay- 
ment of extra and unusual expenses, beyond the normal and ordinary 
expenses, which are incurred in operating and maintaining a suitable 
residence for an official serving as chief of a special mission or staff 
under section 526 of the act. This authority is similar to that con- 
tained in section 902 of the Foreign Service Act of 1946, as amended, 
with respect to unusual expenses of operation and maintenance of 
residences of chief United States diplomatic representatives at over- 
seas posts. 

Section 537 (b).—This subsection authorizes United States Govern- 
ment agencies to pay, from applicable appropriations, costs of health 
and accident insurance for foreign participants while they are away 
from their homes engaging in any exc hange-of-persons program or 
furnishing technical information and assistance administered by such 
agency. This authority is being requested on a governmentwide basis 
in order to maintain uniform standards with respect to similar pro- 
grams being conducted by different Government agencies. It is the 
present policy in mutual security training programs to require that 
participants be covered by health and accident insurance while engaged 
in training. Many plants and other institutions cooperating in fur- 
nishing training in the United States in connection with these programs 
insist upon such insurance protection. Also, without such insurance, 
the foreign participants would rely upon the United States Govern- 
ment to help them in event of illness or accident; and while direct 
assistance may be given to participants in cases of unusual medical 
emergencies, it would impose a serious administrative burden on the 
Government agency administering the program to undertake directly 
to process and decide individual claims and requests involving ordi- 
nary medical expenses, and would necessitate setting aside funds to 
cover the contingent cost which could arise. Prior to ‘fiscal year 1954, 
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health and accident insurance was provided for participants under a 
provision in the appropriation legislation similar to the one now pro- 
posed, but that provision has not been repeated in the past 3 years. 
Because the methods of handling this program which have been 
attempted since then have proven ineffective or excessively burden- 
some from an administrative standpoint, it is requested that this 
authority be reaffirmed. 


CHAPTER 3——-REPEAL AND MISCELLANEOUS PROVISIONS 


Amendments to other laws 

Section 9 (a).—Amends section 544, which relates to amendments 
to other laws, by adding five new subsections. 

The first new subsection amends section 4 of the act of May 26, 
1949 (5 U. S. C. see. 151¢), which is the general authority of the 
Secretary of State to promulgate rules and regulations and delegate 
functions. The purpose of this amendment is to clarify the basis 
upon which officials in the Department of State, such as the Director 
of International Cooperation Administration, may, when so author- 
ized by the Secretary of State, redelegate to other officials in the 
Department functions (including the promulgation of rules and regu- 
lations) which have been delegated to them by the Secretary. The 
need for a clarifying amendment has arisen particularly in connection 
with various administrative functions involved in operations of the 
mutual security program. 

The second new subsection amends section 32 (b) (2) of the Surplus 
Property Act of 1944, under which foreign currencies are made avail- 
able for use in research and educational activities under the Fulbright 
program. Section 32 (b) (2) was amended by section 11 of the Mutual 
Security Act of 1953 to m: ie available for these purposes any foreign 
currencies or credits held or available for expenditure by the United 
States. Section 505 of the Mutual Security Act of 1954 provides, 
however, th: at repayments on any loan made under that section “shall 
be held by 1 he Treasury to be used for such purposes, including further 
loans, as may be authorized from time to time by Congress.”’ It is 
therefore necessary to amend section 32 (b) (2) of the Surplus Property 
Act by including a specific reference 0 loan repayments under section 
505 in order that such funds may be available for the Fulbright pro- 
gram. Such use of these funds would be subject to the requirements 
of section 1415 of the Supplemental Appropriation Act, 1953, and 
other similar provisions of succeeding appropriation acts, which re- 
quire that the foreign currencies must in effect be purchased from the 
Treasury with dollars from the appropriations of the agencies using 
such funds. The Fulbright program is unique because, “unlike other 
Government programs abroad, appropriations for program expenses 
abroad may be used only for the purchase of foreign currencies from 
the Treasury, and may therefore not be used at all for activities in 
any country unless the Treasury has on hand currencies or credits of 
that country. The proposed amendment, which has essentially the 
same purpose as the 1953 amendment referred to above, would de- 
crease the inflexibility resulting from this requirement by permitting 
the program to go forward in countries which have made repayments 
on section 505 loans whether or not currencies of that country derived 
from other sources are held by the Treasury. 





ANALYSIS OF THE MUTUAL SECURITY ACT OF 1956 17 


The third new subsection amends section 933 of the Foreign Service 
Act of 1946, as amended, so as to authorize payment of home leave 
travel for overseas employees whose homes are in United States Terri- 
tories and possessions suc ‘h as Hawaii, Alaska, and Puerto Rico, on the 
same basis as is now applicable to employe es whose homes are in the 
continental United States. Section 933 has been read to permit, in 
the case of a Government employee whose residence is in a United 
States Territory or possession, payment for travel on his home leave 
only between his overseas post and the point in the continental United 
States nearest to his residence. Thus, for example, a Government 
employee whose residence is in Hawaii and whose post is in the Near 
Kast or Europe must pay his travel between California and Hawaii 
in order to take his home leave at home. The amendment will, 
in such a case, permit payment of home leave travel to the employee’s 
home in Hawaii. 

The fourth new subsection added by section 9 (a) amends section 
1441 (c) of the Internal Revenue Code of 1954 (26 U.S. C. 1441¢e) 
so as to eliminate any necessity for making deductions or withholdings 
for United States income-tax purposes from amounts of per diem in 
lieu of subsistence paid by the United States Government (directly 
or through contract financed by the U. S. Government) to for- 
eign participants engaged in training in the United States under 
the mutual sec urity program. This provision does not change the 
ultimate tax liability in regard to such payments, but it does remove 
any requirement of making advance withholdings from these per 
diem payments to cover such possible liability. The reason for this 
provision is that per diem paid to foreign participants in lieu of su! 
sistence may in some cases technically be considered “income” subject 
to United States tax and, consequently, also subject to a 30 percent 
advance withholding requirement. In such cases, participants could 
almost invariably show, at the time of their departure from the 
United States upon completion of training, deductible expenses such 
that they would at that time receive full refund of the amounts previ- 
ously withheld from their per diems. The net result of requiring 
withholding in this type of situation would be to deprive the partici- 
pants of 30 percent of their per diem (which may not exceed $12) 
during the period when they need it while they are undergoing train- 
ing in the United States, without any tax receipts ultimately being 
received by the United States Government. The amendment. will 
eliminate this problem, and has been expressly approved by the 
Treasury Department. 

The fifth new subsection amends section 1011 of the Smith-Mundt 
Act (22 U.S. C. 1442) which empowers the Director of the United 
States Information Agency to issue informational mediums guaranties 
in accordance with the provisions of section 413 (b) of the Mutual 
Security Act of 1954. This basic contract authority was provided 
to the Director in 1954. 

The new provisions proposed to be added to section 1011 provide 
new means for financing the information mediums guaranty program. 
Heretofore informational mediums guaranties (IMG contracts) have 
been issued under an annual allocation made out of the $200 million 
guaranty authority provided for in section 413 (b) (4) of the Mutual 
Security Act of 1954. In place of annual allocations it is proposed 
that the Director of USIA take over $28 million of the $200 million of 
notes originally authorized for the issuance of guaranties and use these 
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notes as the basis for financing the IMG program. Under the pro- 
posed provisions the general contracting authority provided by section 
1011 is thus separated entirely from the overall guaranty ceiling and 
the Director is authorized to finance IMG guaranty payments out 
of a special revolving fund to be set up with the proceeds of the sale 
to the Treasury of the notes executed originally by the ECA Adminis- 
trator and now assumed by the Director. <A detailed explanation of 
the draft follows: 

The clause ‘‘against funds heretofore made available from the sale 
of notes to the Secretary of the Treasury, etc.’’ appearing in section 
1011 of the Smith-Mundt Act, no longer is applicable because here- 
after IMG contracts are to be issued on the basis of the general 
guaranty authority in section 1011. The guaranties will be backed 
by funds available from fees earned under the program and from 
notes heretofore and hereafter sold to the Treasury. 

The new subsection (b) of the revised section 1011 authorizes the 
Director to assume the obligation under $28 million of the notes 
heretofore executed by the ECA Administrator and to sell the notes 
from time to time to the Treasury. The funds received from the sale 
of the notes, less amounts heretofore borrowed from the Treasury 
from the IMG program, are to be put into a special account and will 
form the nucleus of the revolving fund set up to finance the program. 

The new subsection (c) of the revised section 1011 merely makes 
inapplicable to the IMG program the expiration date contained in 
section 413 (b) of the Mutual Security Act of 1954. In place of the 
annual $10 tmillion limit on use of the basic $200 million guaranty 
authority the proposed subsection would limit the amount “of IMG 
contracts outstanding at any one time to the amount of dollars on 
hand in the special account plus the amount immediately available 
through the sale of notes to the Treasury. 

The new subsection (d) of the revised section 1011 authorizes the 
Director to reconvert into dollars foreign currencies received pursuant 
to the discharge of guaranty obligations, including currencies hereto- 
fore received under the IMG program, and to put the dollars back into 
the special account. It is this feature that makes the account a 
revolving fund. 

The new subsection (e) of the revised section 1011 provides that 
_ received for the issuance of guaranties, as provided for in section 

3 (b) of the Mutual Security Act, will be deposited in the special 
pen along with funds realized from the sale of notes and from the 
sale of foreign currencies without attempting to use the fees before 
using other funds as was originally prescribed for the guaranty pro- 
gram. This merely recognizes the fungible nature of money and 
avoids the burdensome requirement of separate accounts for fees 
and other funds. 

This subsection also authorizes the Director to require payment of a 
minimum fee for the issuance of new guaranties or for amendments to 
guaranty contracts already in effect. The Agency frequently receives 
applications for contracts or amendments whose face amount is so 
little that the 1 percent fee chargeable does not compensate for the 
administrative effort required for their issuance. Under this au- 
thority, to take an example, if an application were received from the 
holder of a guaranty to add $2,000 to the amount of his guaranty con- 
tract, the Agency could charge a fee of $50 rather than a maximum fee 
of $20 as at present. 
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The new subsection (f) of the revised section 1011 authorizes the 
Director to make advances to holders of informational media guaran- 
ties and to collect the local currency proceeds of the transactions 
guarantied later on, within a maximum period of 9 months from the 
date of the advance. The purpose of this authority is to permit the 
Agency to provide short-term financing for the shipment of books and 
other informational media in those few instances where the book trade 
in a given country is not sufficiently well established to warrant ship- 
ment on consignment or financing through commercial channels. 
There are some cases where this may be the only means by which 
books in any important quantity can be supplied to sensitive areas 
important to the information program. IMG contracts provide as a 
standard matter that conversions will not be made if the exporter is 
able to obtain dollars by other means. Accordingly the provision is 
written so as not to preclude the possibility of repayment of an advance 
in dollars. It is expressly — that the Agency will secure the 
repayment of the advance, or the payment of the foreign currency 
equivalent, by appropriate means, e. g., by assignment of accounts 
receivable, prior lien on assets, or the like. ‘Interest on such advances 
will be charged at rates to be set after consultation with the National 
Advisory Council on International Monetary and Financial Problems. 

The new subsection (g) of the revised section 1011 requires that 
the informational media guaranty program be accounted for separately 
from the investment guaranty program. At the present time the 
accounts of these two programs are intermingled at a number of 
points, although they are administered separately. These separate 
IMG accounts will reflect all financial transactions and charges 
attributable to the IMG program from the inception of the guaranty 
authority in 1948. This subsection also requires the Director of 
USIA to use part of the proceeds of the sale of the notes to pay to the 
agency administering the investment guaranty program an amount 
equal to fees earned through the issuance of industrial guaranties 
which were used for expenses of the IMG program. 

Definitions 

Section 9 (b) (1).—Amends section 545 (h), which relates to the 
definition of the term ‘“‘value.’’ The present section 545 (h) repeats 
the statutory definition of value included in the original Mutual De- 
fense Assistance Act. The proposed change would require the Secre- 
tary of Defense to shift at the earliest practicable date to a new de _ 
tion of value with regard to nonexcess equipment and materials, 1 
order to eliminate substantial inequities in application which cond 
arisen since the original statutory definition of value was adopted. 
Excess equipment, which constitutes a very small percentage of the 
equipment involved in the mutual defense assistance program, would 
continue to be priced as heretofore. For nonexcess equipment and 
materials, however, a new definition of value is contemplated, which 
would be based generally on prices used for transactions between the 
armed services, or where no such similar transactions were available 
for comparison, it would be based on gross cost adjusted wherever 
feasible for condition and market value. The word “condition” would 
take into account age as well as physical condition and the term 
“market value’’ would, in some cases, permit the value to be set on 
a basis which takes into account obsolescence or replacement cost as 
determined by the Secretary of Defense. The amendment deliber- 
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ately leaves the original definition of value in the act because it is 
realized that new pricing regulations for transactions within the De- 
fense Department, incorporating the new definition of value, cannot 
be worked out for some months, and during the transition period it 
will be necessary to utilize the original definition, at least for some 
transactions. 

Section 9 (b) (2).—Adds in section 545 two new subsec tions defining 
the terms “agency administering nonmilitary assistance” and “officer 
administering nonmilitary assistance.” These terms are employed in 
a number of places in the proposed bill. Using these general terms in 
the act, rather than the specific titles of indiv idual agencies and officers, 
will avert the need to make numerous cumbersome technical amend- 
ments in the act to reflect any changes in organizational titles and 
arrangements with respect to administration of nonmilits ary assistance. 


Unexpended balances 


Section 9 (c).—This subsection amends section 548 to authorize the 
continued availability for the same general purposes of unexpended 
balances of funds made available under the authority of the act, and 
permits consolidation of such balances with appropriations made 
available beginning in fiscal year 1956 and thereafter for the same 
general purposes. The proviso presently in section 548 setting a 
$200 million ceiling on the carryover of unexpended balances not 
obligated by June 30, 1955, or reserved under section 110 of the Mutual 
Security Appropriation Act, 1955, applied to last year’s authorizations, 
and is accordingly deleted. 

Special provision on obligation of funds 

Section 9 (d).—Adds a new section 550 to the act which authorizes 
15-month availability rather than the normal 12-month availability 
for an amount equal to 25 percent of the funds authorized to be ap- 
propriated for the purposes of defense Senne, development assist- 
ance, technical cooperation, joint control areas, Palestine refugees in 
the Near East, and special assistance for the Middle Kast and Africa 
in such fiscal year 
Foreign research reactor projects (sec. 10) 

Section 10.—This section authorizes an appropriation to the Presi- 
dent of $5,950,000 to be used on such terms and conditions as he may 
specify for research reactor projects which are undertaken or atithor- 
ized by foreign governments which shall have entered into agreements 
for cooperation with the United States Government concerning the 
peaceful uses of atomic energy. The section is a separate provision 
of the Mutual Security Act of 1956 rather than an amendment to the 
Mutual Security Act of 1954, as amended, so that provisions of the 
1954 act, as amended, which apply to funds under that act will not 
be applicable to funds under this section. 
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